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Great Importance for the National Economy
The importance of the foreign trade for the national economy of a country corresponds to the degree of integration with external economies. It is in general gauged from the ratio of foreign trade (imports + exports) to the national product. According to this criterion Japan's total foreign trade ratio rose from about 16 p.c. in 1965 to over 26 p.c. in 1974 (compared with the Federal Republic's 31 and 41 p.c.) . Another important indicator is the amount of foreign trade per inhabitant which in 1974 amounted in Japan to $1,070 (in the Federal Republic $ 2,555).
Japan's production of goods and services was in 1974 for the first time since the end of the warin real terms --slightly retrogressive. The country's imports and exports showed in the year under review the highest growth rates since 1945 ( § 62.1 p.c. and + 50.4 p.c. over 1973) , but owing to the deterioration of the terms of trade resulting from the big price rise for imported oil the imports in 1974 were really smaller than in the preceding year. In consequence Japan last year recorded the largest adverse foreign trade balance in its history. The trade deficit of nearly $ 6.6 bn followed on one of approximately $1.4 bn in 1973 whereas in 1972 the largest post-World War II surplus -S 5.1 bn -had been recorded. The back-" Head of the Economic and Statistics Section of Berliner Industr~ebank AG. ground of this development will have to be discussed later.
It can be seen from The increase of Japan's imports from developing countries was particularly marked; they expanded nearly three and a half times so that the share of this group of countries rose from 40 to 53 p.c., Japan's foreign trade is also yielding increasing surpluses in the goods exchanges with the European region (1974: + $ 3.35 bn), Africa (+ $ 2 bn) and South America (+ $1.1 bn). While Japan has for some ten years supplied more goods to Europe and to Africa than it imported from these regions, the trade with the states of Latin America moved into surplus only in 1972. It is remarkable that this surplus in 1974 showed a more than tenfold increase over the preceding year.
Foreign Trade Composition by Commodities
The changes in the distribution of Japan's foreign trade over the various categories of goods are shown in Valued in dollars the exports increased quite considerably in 1973 and 1974, which suggests a dynamism of exports that since 1971 has no longer been at work. Most of this increase is due to the substantial devaluation of the dollar compared with the yen. Besides, price influences have helped to hide the realities of the situation in the export trade.
As regards imports on the other hand, the revaluation of the yen has not led to the anticipated cost reduction because the big price increases in the world commodity markets outweighed this factor by far. Owing to the large share of raw materials and food in Japan's imports (about 76 p.c.) the wave of price rises in the commodity markets has contributed greatly to the increase of expenditure on imports, especially in the last two years.
To go by the available data for 1975, it may be assumed that Japan's imports will be about 9 p.c., and exports some 3 p.c., lower than in 1974. The exports to the USA -where however an economic recovery seems to be under way -and to the states of South-east Asia in particular will be lower. Japan's exports to the Near and Middle East on the other hand are likely to more than double in 1975 while the exports to the socialist countries will probably come out at one and a half to twice the 1974 level.
It remains to be seen what conclusions the Japanese Government will draw from these changes in the balance of trade, for the need for exports to pay for the raw material and food imports required by the national economy is greater than ever. It was because of Japan's great dependence upon imports that the economic growth of this Far Eastern country was contingent on a rise in exports. This will still be the situation in future.
